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AGRICULTURE, DEPARTMENT OF
A proposed rule on State Plans of Operations for food stamps has been issued by the
Food and Nutrition Service (see the 11/9/79 F ed. Reg., pp.65318-49). The rule
calls for "periodic audits by qualified individuals who are independent of those
who maintain Federal Food Stamp Program Funds..." to be conducted in accordance
with GAAS. Comments on this proposal are due by 1/8/80. For more information
contact Sue McAndrew at 202/447-6535.
COMMERCE, DEPARTMENT OF
A toll-free hotline which will allow citizens to report suspected fraud, abuse or
waste at the U.S. Department of Commerce is now in operation. The telephone
facility provides a direct connection to the Department’s Office of Inspector
General, where investigators will receive information relating to ways of de
frauding the Department, such as bribery, kickbacks, or abuse of overtime. The
anonymity of callers will be respected. The number is 800/424-5197; residents
of Washington, D.C. should call 742-3519.
DEFENSE, DEPARTMENT OF
The 1979 revised edition of the Defense Contract Audit Agency's contract audit
manual has been published. The revised format is a consolidated reprint complete
in two volumes. The manual provides guidance for audit operations of thousands
of contractors to DOD and other agencies which use DCAA services. Copies of the
manual, which is sold on a yearly subscription basis for $35, may be obtained
by contacting the GPO at 202/783-3238.
ENERGY, DEPARTMENT OF
Final rules on procedures to conduct energy audits in Federal buildings have been
issued by the Department (see the 11/14/79 Fed. Reg., pp.65700-12.)
These
final rules contain guidelines for a 10-year plan by each affected Federal
agency to reduce consumption of non-renewable resources in Federal buildings.
The rules also provide for energy audit procedure and reporting of audit results.
The rule is effective as of 11/14/79. For additional information contact
William Rhodes at 202/376-4017.
FEDERAL COMMUNICATIONS COMMISSION
Oversight hearings on the Commission were held recently before the House Commerce
Communications Subcommittee. The FCC is under attack by the GAO for their lack
of a cohesive policy toward the uniform accounting system. The system is
intended to provide information to federal and state regulators on the level
of competition in the telephone industry.
FEDERAL RESERVE BOARD
Final rules implementing the Financial Institutions Regulatory Act's reporting
requirements for insured banks, their executive officers, and principal share
holders were adopted on 11/14/79 despite seme lingering uncertainty as to the
intent of Congress. Title VIII of FIRA requires executive officers and
principal shareholders of federally insured banks to file an annual report with
the board of directors of their banks concerning their indebtedness to

-2-

correspondent banks. Title IX requires such banks to file an annual report
with the appropriate federal banking agency listing individual and aggregate
indebtedness of officers and principal shareholders bo the bank or its
correspondent banks. Substantial changes were made in the final rule from the
proposed version. As adopted, the rule defines a "correspondent account" as an
account maintained by one bank with another for the deposit or placement of
funds. Officers and principal shareholders need only report indebtedness from
those banks maintaining such accounts of $100,000 or 0.5% of the bank’s yearend deposits, which
e ver is smaller. The Board excluded banks from the definition
of "related interest" so that bank holding companies would not have to file
detailed reports on inter-bank transactions between subsidiaries. Commercial
paper, bonds and debentures were excluded from the definition of indebtedness
subject to reporting requirements, in addition to an exclusion of $5,000 in
consumer credit. Filing dates for Title VIII and IX reports were extended from
January 10 and 31, respectively, to January 31 and March 31.
FEDERAL TRADE COMMISSION
Legislation (S.1991) that would substantially curtail the Commission's authority
has been passed by the Senate Commerce Committee. S.1991 was introduced earlier
this month by Sen. Wendell H. Ford (D-Ky) for the purpose of amending the FTC
adjudications and rulemaking while providing a two-year authorization of funds
necessary to maintain the agency’s existence (see the 11/12/79 Wash. Report.) As
approved by the Committee this legislation would prohibit FTC rulemaking on
product standards and certifications, the insurance industry, children's TV
advertising, and other current fields of inquiry. In addition, the agency’s
subpoena powers would be altered, its public participation program cut back, its
ex parte rules reversed, and its cease and desist orders made subject to
reconsideration. S.1991 would also impose new confidentiality provisions on
the Commission's handling of line-of-business information and on the disclosure
of commercial or financial information.
GENERAL ACCOUNTING OFFICE
"Health Costs Can Be Reduced By Millions Of Dollars If Federal Agencies Fully Carry
Out GAO Recommendations" is the title of a recently published GAO booklet. The
booklet discusses how agencies have implemented GAO recommendations to help
control the costs of health programs between January 1974 and December 1978.
A free copy of the report may be obtained by calling the GAO at 202/275-6241 and
requesting publication No. HRD-80-6, 11/13/79.
INTERSTATE COMMERCE COMMISSION
A compromise railroad deregulation proposal has been introduced in the Senate by
Commerce Committee Chairman Howard W. Cannon (D-Nev), Transportation Subcommittee
Chairman Russell Long (D-La), and Sen. Bob Packwood (Rr-Qre). The new bill, S.1946,
is a complicated proposal that would allow railroads to increase their revenues
through more effective competition and relieve them of burdensome regulation.
S.1946 would establish rate zones permitting railroads to cover costs, meet
inflationary increases and maintain flexibility for rate increases of 4 per cent.
However, it would also provide for seme continued ICC control over rates charged
shippers above a certain level. In addition, there is a provision allowing
shippers to file formal rate complaints with the Commission, although the Commission
would have no power to suspend rates in the 4 per cent zone. Other provisions of
S.1946 include: acceleration of the processing of abandonment cases; application
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of the Bankruptcy Act processes for abandonments undertaken by carriers in
bankruptcy; shorter notice requirements for railroads regarding changes in
rates to shippers; and contract rate provisions which allow railroad and shipper
to negotiate services, price and other issues without ICC involvement. Since
its introduction, S.1946 has generated favorable comment from all sides of the
deregulation controversy. The only major issue still to be resolved is general
rate increases and no compromises on this topic have yet been reached.
SECURITIES AND EXCHANGE COMMISSION
A n SEC-proposed requirement for a management report on internal controls, as a part
of the Foreign Corrupt Practices Act of 1977 (FCPA), is certain to be substan
tially modified, according to a recent (11/19/79) speech by SEC Commissioner
John R. Evans. In April, the SEC proposed a two-stage rule: after 12/15/79,
management would report its opinion as to whether, as of the date of the
balance sheet, the systems of internal accounting control of the registrant and
its subsidiaries provided reasonable assurances that specified objectives of
internal accounting were achieved. Management was also required to describe
any material weakness in internal accounting communicated by the independent
accountants, and which had not been corrected and why not. For periods ending
after December 1980, the management report would be required to include manage
m e n t ’s opinion as to whether during such periods (as opposed to as of the date
of the balance sheet) the internal control system provided reasonable
assurances that the specified objectives of internal control were achieved and
the management statement would have to be examined and reported on by an
independent public accountant. Commissioner Evans stated that the SEC received
approximately 900 comment letters, most of which criticized the proposed rule
for its lack of a materiality standards related to management reports on
internal control weaknesses and opposition to the requirement that an independent
accountant examine and report on the statement of management. Commentators
argued that the auditors fees in this connection would approximate 5-25% of
current audit fees, outweighing the benefits. Evans qualified his views as the
’’views of one Commissioner’’, going on to state his belief that whatever new rule
is adopted, he does not expect it to become effective before early next year.
Among the available options cited by Evans, and apparently suggested by many
commentators, was for the Commission to delay implementation of its rule pending
final development of standards which has been undertaken by the AICPA’s Auditing
Standards Board.
Investment clients cannot sue investment advisers for fraud under the Investment
Advisers Act of 1940 according to a recent Supreme Court decision (see Transamerica Mortgage Advisers Inc, v. Harry Lewis, decided 11/13/79). The ruling
is consistent with recent Supreme Court decisions which have denied individuals
the right to sue under the Federal securities laws unless Congress has expressly
granted such a remedy. In Lewis the Court ruled that Congress neither expressly
granted individuals the right to sue for damages nor intended for such a remedy
to be implied. Both the SEC and the Justice Department had urged the Court to
allow private lawsuits for damages in order to allow clients proper redress for
fraud.
SMALL BUSINESS ADMINISTRATION
An executive memorandum ordering Federal departments and agencies to take into
account the "size and nature of the regulated businesses and organizations” was
issued recently by President Carter. The purpose of the memorandum is to induce
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Federal regulatory agencies to allow for flexibility in their regulations to
meet the special needs of small businesses. The President described the order
as being part of his Administration’s "firm commitment to strengthen the small
business sector" of the national economy. Responsibility for overseeing the
reduction of the regulatory burden on small businesses will go to officials of
the agencies designated to work on small business concerns in conjunction with
the White House Conference on Small Business.
"Developing New Accounts," "Product Safety Checklist," and "Negotiating International
Sales Contracts" are the titles of three booklets recently published by the
Administration.
"Developing New Accounts" presents a systematic approach to
finding, getting and keeping customers whose sales volume produces profit for the
s mall business owner/manager. The second booklet, "Product Safety Checklist,"
provides suggestions for relatively low-cost practices to improve safety, many
of which can be undertaken simultaneously with regularly performed activities.
It discusses product liability insurance, anticipating problems, quality
assurance, employee training and awareness, written instructions and recordkeeping
and communications (advertising, instructions, warnings). The third booklet,
"Negotiating International Sales Contracts," helps the businessperson under
stand the terms and conditions of doing business with foreign customers. It
explains the difficulties and complexities involved in exporting. The booklet
covers identification of foreign markets, preparation of proposals, types and
terms of contracts, and general considerations. Copies of all three publications
are available free by writing to the SBA, P.0. Box 15434, Ft. Worth, Texas 76119.
TREASURY, DEPARTMENT OF
Proposed amendments relating to the application of conventions under the Class
Life Asset Depreciation Range System (CLADR System) have been published in the
11/15/79 Fed. Reg., p.65777. The proposed amendments provide that a taxable
year, for purposes of applying the conventions, will not include any period
before the taxpayer begins engaging in a trade or business or holding property
for the production of income. Comments and a request for a hearing are due
by 1/14/80. For more information contact Benetta Kissel at 202/566-3458.
Proposed rules on withholding tax on certain payments of gambling winnings have
been issued (see the 11/15/79 Fed. Reg., pp.65777-80). The proposed amendment
would affect both payers and recipients of gambling winnings. Section 3402(g)
of the tax code requires that, under certain conditions, every person making
payment of certain gambling winnings deduct and withhold 20% of the payment.
Payers are required to file a Form W-2G for each person entitled to a portion
of the winnings containing the name, address, and social security number of the
person and the amount of entitled winnings. Comments and a request for a
hearing on the proposal are due by 1/14/80. For more information contact
John P. MacMaster at 202/566-3294.
Repeal of the carryover basis provisions on taxation of inherited property was
approved by the Senate last week by a vote of 81-4. The controversial issue
was tacked onto the Senate version of the windfall profits tax bill (HR 3919)

w hich i s s t i l l u n d er c o n s id e r a tio n .

The c a rry o v e r b a s is r u l e , w hich i s

currently scheduled to go into effect in 1980, would require an heir who sells
inherited property to pay capital gains tax on any increase in the value of the
property from what the benefactor paid for the property.
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1980 AICPA PRESIDENTIAL CAMPAIGN ADVISORS PROGRAM LAUNCHED

The AICPA Presidential Campaign Advisors Program, developed and implemented during
1976, will again be sponsored for the 1980 primary and general elections. As
a first step, a training seminar on Federal election law compliance will be held
on 2/11-12/80 at the Hyatt Regency Hotel in Washington, D.C. for 500 partici
pants from all areas of the country. The Chairmen of the Democratic and Repub
lican National Committees will each nominate 150 participants.
In addition,
200 AICPA volunteers will also attend. These volunteers will be selected
from cities and states targeted by both political parties as areas where
accounting expertise is needed. Coordination of volunteers and targeted cities
will be handled by the AICPA Washington office. Speaking at the conference
will be highly qualified CPAs selected from the Institute's membership and
representatives of the nation's political leadership. For additional information
on the program, contact Joseph Moraglio or Mary Frances Widner of the AICPA
Washington office.
SPECIAL:

REP. LONG PROPOSES REGULATORY REFORM LEGISLATION

A bill to combine the goals of "sunset" and "sunrise" legislation was recently
introduced by Rep. Gillis Long (D-La). According to Long, this bill, HR 5858,
is the only "workable method for deliberate review of all spending and tax
programs by the Congress." HR 5858 would require the House and Senate Rules
Committees jointly to develop and maintain an inventory of all federal programs
and tax expenditures, with each program classified according to the committees
of jurisdiction. Beginning with the 98th Congress, each committee would be
required to submit to the Rules Committee an agenda for the sunset review of
selected federal programs within its jurisdiction. Markup of Rep. Long's
proposal is scheduled for December.

For additional information contact:
Federal Legislative Affairs Division
202/872-8190
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